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BANK  NOTE  CURRENCY. 


Reciprocal  dependency  between  the  public  stocks  and  the  Bank  circulation,  as  respects 
their  value  in  the  market. 

Wherefore,  under  existing  circumstances,  the  loan  to  the  State  of  Bank  credits,  or  of 
notes  under  five  dollars,  tends  to  increase  the  money  pressure,  while  the  issue  for 
that  purpose  of  bills  under  five  dollars  would  lessen  that  pressure. 

Banks  to  be  allowed  to  issue  bills  under  five  dollars,  on  loaning  an  equivalent  amount  to 
the  State  at  a  very  low  interest,  or  without  interest. 

Stock  transferred  to  them  in  return,  to  be  placed  in  trust,  so  that  the  proceeds  may  be 
applied  to  redeem  the  bills  when  a  sale  of  said  stock  can  be  effected  at  par. 

Issue  of  small  bills  tends  to  prevent  the  suspension  of  specie  payments,  to  mitigate  the 
evils  of  it  when  inevitable,  and  facilitate  resumption. 

A  high  minimum  for  Bank  note  currency  renders  it  more  dependent  on  the  fluctuations 
of  commerce,  since  it  is  that  portion  which  consists  of  specie  which  is  liable  to  be 
exported,  to  compensate  for  any  deficit  in  the  balance  of  foreign  trade. 

This  result  is  especially  distressing  to  the  poor,  whose  transactions  are  in  sums  under 
the  minimum,  and  is  indirectly  injurious  to  foreign  creditors,  by  causing  stagnation 
of  capital  and  want  of  employ,  and  consequent  inability  to  pay  them. 

Admitting  a  universal  proscription  of  small  bills  to  be  practicable,  the  partial  proscrip¬ 
tion  of  them  by  any  one  state,  when  specie  commands  a  premium,  has,  by  recent 
experience  in  Pennsylvania,  been  shown  to  be  impracticable. 

Specie  retained  in  circulation  in  any  State,  by  a  comparatively  high  minimum  for  a  Bank 
note  currency,  liable  to  be  exported  to  pay  the  foreign  debts  of  neighbouring  States. 

Specie  payments  best  sustained,  and  loss  on  bank  currency  the  least,  in  Massachusetts 
and  Rhode  Island,  where  small  bills  have  always  been  allowed. 

Bill  for  repealing  prohibition  of  small  notes  passed  the  Senate  of  the  State  of  New  York 
when  the  Van  Buren  party  had  a  majority  in  that  body. 

Resolutions  in  favour  of  small  bills  by  a  meeting  of  that  party  at  Onondago,  in  the  State 
abovementioned :  also,  opinion  of  Bank  Commissioners  on  the  impracticability  of 
excluding  such  bills  from  circulation,  while  issued  in  an  adjoining  territory. 


Wm.  B.  Reed,  Esq. 

Dear  Sir, — It  must,  I  trust,  be  perfect¬ 
ly  evident  to  every  one  acquainted  with 
the  subject,  that  there  is  a  reciprocal 
dependency  between  the  currency  and 
the  public  stocks,  whether  of  the  state 
or  corporations,  for  their  value  in  the 
market.  On  the  one  hand,  so  far  as  the 
capital  of  the  banks,  and  the  wealth  of 
those  of  our  monied  men  who  are  debt¬ 
ors  of  the  banks,  consist  of  such  stocks, 
the  confidence  in  the  bank  circulation 
must  be  affected  by  their  price;  while 
on  the  other  hand,  this  price  must  rise 
or  fall,  as  the  currency  may  be  more  or 
less  abundant.  It  is  evidently  absurd, 


Philadelphia ,  Feb.  1st,  1841. 

under  existing  circumstances,  to  enter 
into  the  question  whether  the  party, 
which,  for  nearly  forty  years,  has  had 
the  ascendency  in  this  state,  was  wise  or 
unwise ,  in  chartering  banks.  It  must 
be  evident  to  every  one,  that  it  is  at  pre¬ 
sent  impracticable,  to  an  adequate  extent , 
to  substitute  for  the  circulation  of  our 
banks,  any  other  medium  of  commercial 
exchange. 

The  resumption  of  specie  payments, 
obviously  must  oblige  the  banks  to  di¬ 
minish  their  circulation,  especially  as 
the  principal  banking  institution  of  the 
state,  which  has  latterly  furnished  the 
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largest  proportion  of  the  circulation,  is 
now  obliged  to  exchange  its  notes  for 
specie,  of  which  a  large  portion  will  be 
carried  off  from  the  market  of  Pennsyl¬ 
vania,  into  those  of  the  other  states; 
while  from  those  states,  in  which  many 
of  its  heaviest  debts  are  due,  specie  can¬ 
not  be  obtained  in  return.  Meanwhile 
the  other  banks  will  be  fearful  of  sup¬ 
plying  any  deficiency  thus  arising  in  the 
circulation,  until  some  measures  are 
taken  by  the  general  Government,  to  re¬ 
store  that  confidence  in  state'securities, 
at  home  and  abroad,  which  of  late  it 
has  been  rather  instrumental  in  impair¬ 
ing. 

The  money  pressure  consequently 
arising,  reacting  upon  the  public  secu¬ 
rities,  must  cause  a  further  decline  in 
their  value,  and  thus  increase  the  diffi¬ 
culty  on  the  part  of  the  state,  in  obtain¬ 
ing  farther  loans:  and  should  they  be 
obtained,  a  heavy  loss  must  ensue,  by 
a  higher  rate  of  interest  or  a  pre¬ 
mium. 

I  beg  leave  also  to  observe,  that  the 
state  being  driven  to  the  necessity  of 
borrowing  money  to  pay  its  loans,  is 
placed  in  a  predicament  somewhat  ana¬ 
logous  to  that  of  our  principal  bank; 
and  that  in  this  way,  the  confidence  of 
foreign  capitalists,  is  simultaneously, 
and  somewhat  in  like  manner,  enfeebled 
in  both. 

Under  these  circumstances,  it  ap¬ 
pears  to  me,  that  the  state  has  a  direct 
interest  in  common  with  the  banks,  in 
restoring  confidence  in  their  circulation, 
so  far  as  it  can  be  done  honestly,  and 
with  perfect  safety  to  the  holders  of  the 
currency. 

Agreeably  to  my  view  of  the  case,  the 
measure  which  would,  under  existing 
circumstances,  best  enable  the  state  to 
increase  the  amount  of  good  currency, 
would  be  that  of  authorizing  the  issue 
of  as  many  small  bills,  as  may  be  neces¬ 
sary  to  meet  the  interest  which  will  be 
due  on  the  public  debt,  on  the  first  of 
February,  the  repair  of  the  public  works, 
as  well  as  other  pressing  exigencies. 

The  condition  of  the  privilege,  thus 
given  to  the  banks,  of  issuing  bills  for 
values  not  less  than  one  dollar,  should 
be  the  loaning  to  the  state  a  commen¬ 
surate  amount  of  their  circulation,  for 
which  certificates  of  stock  should  be  is¬ 
sued,  the  latter  to  be  placed  in  the  hands 


of  trustees,  with  the  proviso  that,  when¬ 
ever  the  said  stock  will  command  its 
par  value,  a  sale  shall  be  effected,  and 
the  proceeds  applied  to  the  redemption 
of  the  notes  issued  in  pursuance  of  the 
proposed  arrangements. 

Under  existing  circumstances,  the 
banks  are  under  the  necessity  of  sup¬ 
plying  an  equivalent  amount  of  specie 
to  replace  the  small  notes  which  are  dis¬ 
appearing  from  circulation.  On  the  one 
hand  by  the  issue  of  their  own  notes 
under  five  dollars,  this  drain  of  spe¬ 
cie  will  be  avoided,  and  on  the  other 
there  will  be  a  yearly  gain  of  six  per 
cent,  interest  on  the  whole  value  of  the 
notes  so  issued. 

Thus,  a  loan  by  the  banks  to  the  state, 
in  notes  less  than  five  dollars,  instead 
of  impeding  the  resumption  of  specie 
payments,  as  would  the  issue  of  a  simi¬ 
lar  amount  of  currency  in  bills  of  any 
larger  denominations,  will  actually  fa¬ 
cilitate  this  resumption  as  much  as  if 
the  state  had  loaned  in  specie  to  the 
banks,  a  sum  equal  to  the  aggregate 
amount  of  the  small  bills,  of  which  the 
issue  might  be  authorized  as  above  pro¬ 
posed.  The  interest  accruing  on  the 
currency  so  loaned,  which  will  be  just 
so  much  more  than  the  banks  could 
have  kept  in  the  market  in  any  other 
way,  may  be  fairly  claimed  by  the  state, 
thus  making  it  the  interest  of  the  banks 
to  loan  the  money  which  the  public  ne¬ 
cessities  require,  at  a  very  low  rate  of 
interest. 

In  fact,  as  the  circulation  of  small 
notes  would  take  the  place  of  so  much 
specie,  which  the  banks  would  other¬ 
wise  be  obliged  to  furnish,  it  may  be  a 
question  whether  it  might  not  be  for 
their  advantage  to  furnish  the  loan  to 
the  state,  free  of  interest,  in  return  for 
the  privilege  of  issuing  an  equivalent 
amount  of  notes,  of  less  denomination 
than  five  dollars. 

Those  who  object  to  the  permanent 
circulation  of  small  bills,  may  be  recon¬ 
ciled  to  the  plan  sketched  above ;  by 
observing  that  it  provides  for  the  re¬ 
demption  of  those  which  it  would  autho¬ 
rize  as  soon  as  the  necessity,  which  ren¬ 
ders  their  temporary  employment  expe¬ 
dient,  shall  have  passed  away. 

As  a  luxury,  I  would  prefer  that  there 
should  not  be  any  notes  under  the  value 
of  five  dollars ;  and  when  there  was  no 
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derangement  in  the  rate  of  domestic  ex¬ 
change,  the  proscription  of  such  notes 
was  found  to  be  practicable  in  this  state, 
even  at  a  period  when  they  were  legal¬ 
ized  by  our  neighbours. 

But  when  the  banks  find  themselves 
incapable  of  continuing  the  payment  of 
specie  without  assistance  ;  or  when  hav¬ 
ing  suspended  specie  payments,  they 
are  required  to  resume  them,  the  issue 
of  small  bills  may  diminish  the  necessity 
of  suspension,  make  it  less  distressing  to 
the  community  when  it  takes  place,  and 
render  resumption  more  practicable. 

It  has  been  urged  in  favour  of  a  high 
minimum  for  a  bank  note  currency,  that 
it  provides  a  larger  supply  of  specie  to 
meet  any  deficit  in  the  balance  of  trade, 
with  the  rest  of  the  world  y  such  as  ex¬ 
isted  during  the  crisis  of  1837;  but  it 
seems  to  be  overlooked  that  the  pay¬ 
ment  of  our  European  debts  in  specie, 
under  such  circumstances,  can  only  take 
place,  by  the  abstraction  of  a  greater  or 
less  portion  of  that  part  of  the  currency 
which  it  formed. 

When  the  minimum  value  of  bank 
notes  is  five  dollars,  all  transactions  re¬ 
quiring  sums  less  than  that  amount 
must  be  performed  by  means  of  specie. 
It  follows,  that  under  such  circum¬ 
stances,  in  proportion  as  this  specie  is 
employed  to  meet  any  deficit  in  the  ba¬ 
lance  of  trade,  any  purchase  or  sale,  or 
payment  of  wages,  amounting  to  less 
than  five  dollars,  must  be  rendered  more 
difficult;  and  yet  it  must  be  evident, 
that  in  transactions  of  the  nature  de¬ 
scribed,  the  poorer  classes  are  particu¬ 
larly  interested. 

It  follows  then,  that  by  inflexibly  main¬ 
taining  such  a  minimum,  the  welfare  of 
those  whose  interests,  consistently  with 
the  spirit  of  our  government,  should 
never  be  overlooked,  will  be  less  con¬ 
sulted  than  that  of  the  foreign  creditor. 

It  may  be  urged  that  it  is  dishonest 
not  to  provide  means  in  this  way  to  meet 
the  demands  made  on  us  for  our  foreign 
debts;  yet  to  me  it  appears  that  it  should 
be  the  object  of  the  Legislature  to  pro¬ 
vide  that  currency  which  is  the  least 
likely  to  be  affected  by  the  vicissitudes 
of  our  foreign  commerce. 

It  would  no  doubt  be  extremely  wrong 
if  a  currency  should  be  chosen  pregnant 
with  detriment  to  the  inhabitants  of  other 
■countries,  with  the  design  of  wronging 


them;  but  having  provided  a  circulating' 
medium  which  will  best  secure  domes¬ 
tic  trade  from  the  fluctuations  of  our  fo¬ 
reign  commerce,  and  respecting  the  na¬ 
ture  of  which  foreigners  may  inform 
themselves,  they  would  have  no  reason 
to  complain,  if,  for  the  payment  of  claims 
created  subsequently  to  the  adoption  of 
the  currency  in  question,  they  should  find 
that  currency  unsuitable. 

The  abstraction  of  a  great  portion  of 
the  circulation  under  five  dollars,  by  pa¬ 
ralyzing  more  or  less  the  industry  and 
the  otherwise  active  capital  of  the  whole 
community,  must  cause  an  actual  loss  of 
wealth.  The  loss  thus  arising  by  caus¬ 
ing  insolvency,  may  indirectly  injure  fo¬ 
reign  debtors  more  than  they  would  be 
benefited  by  having  the  currency  of  a 
nature  to  permit  of  its  exportation  in 
payment  of  their  claims. 

It  may  also  be  well  to  advert  to  an 
evil  which,  while  it  oppresses  the  poor, 
is  not  in  the  slightest  degree  advanta¬ 
geous  to  the  foreign  creditor.  I  allude 
to  the  great  amount  of  specie  which  is 
absorbed  by  hoarding,  whenever  a  sus¬ 
pension  of  specie  payments  is  appre¬ 
hended. 

In  order  to  indulge  ourselves  in  the 
luxury  of  silver  change  for  sums  under 
five  dollars;  to  provide  a  sufficient  fund 
of  specie  to  meet  any  deficiency  in  the 
balance  of  trade;  and  yet  to  avoid  em¬ 
barrassing  the  poor,  by  depriving  them 
of  the  medium  of  interchange  requisite 
to  enable  them  to  purchase  the  necessa¬ 
ries  of  life,  a  system,  of  which  the  meas¬ 
ure  I  have  suggested  to  you  may  be 
considered  an  exemplification,  would,  it 
seems  to  me,  be  highly  efficacious. 
Agreeably  to  that  measure,  an  emis¬ 
sion  of  small  bills  is  authorized  for  a 
time,  during  which  the  stocks  which  are 
pledged  as  security  for  the  emission, 
cannot  be  sold  at  par. 

On  the  one  hand,  the  permanent  cir¬ 
culation  of  small  bills  has  been  consider¬ 
ed  objectionable,  as  lessening  the  amount 
of  specie  wherewith  to  pay  any  deficit  in 
the  balance  of  foreign  trade;  while,  on 
the  other,  it  has  been  shown,  that  the 
proscription  of  such  bills,  when  the  spe¬ 
cie  which  has  supplied  their  place  is 
carried  off,  is  productive  of  much  dis¬ 
tress,  and  renders  the  influx  of  small 
bills,  from  neighbouring  states,  inevita¬ 
ble. 
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Might  not  both  of  these  evils  be  avoid¬ 
ed,  were  a  contingent  power  to  issue 
such  bills  given  by  law?  Might  not  the 
privilege  of  issuing  small  bills  be  con¬ 
ceded  to  the  banks  so  far  as  they  should 
be  willing  and  able  to  secure  them  by 
pledging  State  Stock,  remitting  to  the 
state  the  interest,  in  whole  or  in  part, 
until  the  bills  should  be  redeemed? 

In  order  to  distinguish  the  bills  emit¬ 
ted  under  this  arrangement,  and  to 
guard  against  any  excess  beyond  the 
sum  secured,  they  might  be  all  printed 
from  plates  especially  made  for  the  pur¬ 
pose,  and  countersigned  by  the  trustees 
as  witnesses. 

The  necessity  of  remitting  the  inte¬ 
rest  upon  the  stock  pledged  as  security, 
would  deter  the  banks  from  resorting 
to  the  proposed  privilege  when  the  mo¬ 
ney  pressure  should  not  be  sufficient  for 
its  justification. 

Respecting  the  precise  mode  in  which 
this  contingent  power  of  issuing  small 
bills  should  be  given,  I  feel  much  diffi¬ 
dence  in  my  ability  to  devise  the  best 
plan;  but  I  have  suggested  that  which 
occurs  to  me,  in  hopes  that,  by  leading' 
men  of  more  practical  experience  to 
think  on  the  subject,  a  safe  plan  may  be 
devised. 

But  however  great  may  be  the  expe 
diency  of  having  a  high  minimum  for 
our  bank  circulation,  were  such  a  mini¬ 
mum  generally  adopted  by  the  neighbour¬ 
ing  states ,  it  must  be  evident  that  any 
one  state  must  be  at  a  great  disadvan¬ 
tage  in  sustaining  a  higher  minimum 
than  her  neighbours;  since,  in  that  case 
the  specie  supplied  by  her  currency,  may 
be  abstracted  to  pay  their  debts  as  well 
as  her  owpr. 

In  this  predicament  Pennsylvania  was 
placed  when  the  late  suspension  oc¬ 
curred.  While  her  specie  was  liable  to 
be  carried  off  to  pay  the  debts  of  her 
neighbours,  their  paper  was  brought  in 
to  supply  the  place  of  her  specie.  Mean¬ 
while  her  banks,  unable  to  issue  bills  for 
the  payment  of  sums  less  than  five  dol¬ 
lars,  were  under  the  necessity  of  paying 
more  coin  for  the  purposes  of  domestic 
trade  to  her  depositors,  than  those  of 
New  York,  who  had  all  the  credit  of 
specie  paying  banks. 

Were  the  circulation  of  small  bills  ac¬ 
tually  pernicious  in  their  practical  influ¬ 
ence  upon  currency,  can  it  be  conceived, 


that  they  would  be  used  by  the  whole  of 
the  New  England  population,  and  the 
states  peopled  mainly  with  that  race 
proverbially  pre-eminent  for  shrewd¬ 
ness  in  money  matters?  From  docu¬ 
mentary  evidence,  which  may  be  found 
in  Carey’s  Work  upon  Credit,  it  ap¬ 
pears,  that  in  the  stales  of  Rhode  Island 
and  Massachusetts,  in  which  such  bills 
have  always  circulated,  that  the  loss 
upon  banking  has  been  smaller  than  in 
anv  part  of  this  country  or  Great  Britain. 

D  uring  the  last  war,  the  only  banks 
which  continued  to  pay  specie,  were 
those  belonging  to  the  states  of  Rhode 
Island  and  Massachusetts,  within  which 
small  bills  were  allowed. 

In  this  state  great  opposition  has  been 
made  to  the  issue  of  small  bills,  by  the 
ultra  portion  of  the  administration  party. 
Nevertheless,  I  am  under  the  impres¬ 
sion,  that  a  large  proportion  of  that 
parly,  if  emancipated  from  the  restraint 
imposed  by  party  discipline,  would  ap¬ 
prove  of  the  measures  which  I  have  sug¬ 
gested. 

In  the  state  of  New  York,  the  two  par¬ 
ties  seem  to  have  disputed  with  each 
other,  for  the  merit  of  restoring  a  small 
note  circulation.  In  proof  of  this  alle¬ 
gation,  I  subjoin  a  quotation  of  the  re¬ 
solutions  passed  about  two  years  ago, 
at  a  meeting  of  the  administration  party 
in  Onondago  county  in  the  state  above- 
mentioned,  together  with  an  extract 
from  the  report  of  the  Bank  commis¬ 
sioners. 

“  Resolved,  That  the  question ,  as  to 
the  issue  of  small  bills  by  the  legally  or¬ 
ganized  banking  institutions  of  the  state , 
was  distinctly  settled  by  the  people ,  at  the 
last  election.  And  a  democratic  senate , 
acting  under  that  decision ,  having  prompt¬ 
ly  and  properly  originated  and  passed  a 
bill  to  carry  out  such  intention ,  which  sub¬ 
sequently  became  a  law ,  we  approve  of 
the  measure:  And  we  distinctly  declare , 
that  there  is  no  question  upon  this  subject , 
pending  at  this  election .” 

In  a  report  of  the  New  York  bank 
commissioners,  made  on  the  23d  of 
January,  1836,  the  following  opinion  is 
expressed,  as  respects  the  law  for  sup¬ 
pressing  small  bank  notes  or  bills. 

“  It  will  be  found  impossible ,  we  appre¬ 
hend ,  to  enforce  the  law  effectually ,  so 
long  as  small  notes  are  issued  by  adjoin¬ 
ing  states .” 


i 


It  may  be  proper  to  mention,  that 
several  of  the  arguments  which  are  here 
employed,  were  introduced  into  an  ano¬ 
nymous  letter,  published  on  a  former 
occasion. 

I  am,  with  esteem, 

One  of  your  friends  and 

CONSTITUENTS. 


Philadelphia ,  Feb.  22,  1841. 

Wm.  B.  Reed,  Esq. 

Dear  Sir, — In  a  conversation  with  a 
member  of  Congress  early  in  December 
last,  I  objected  to  any  effort  to  resume 
specie  payments  until  the  new  adminis¬ 
tration  could  adopt  some  measures  to 
counteract  the  baleful  influence,  of  the 
language  held  by  certain  political  lead¬ 
ers  and  their  newspapers,  upon  State 
credit.  It  appeared  to  me  indispensa¬ 
ble,  that  before  risking  the  destruction 
of  one  currency,  another  should  be  pro¬ 
vided  by  the  co-operation  of  the  Na¬ 
tional  and  State  governments,  to  create 
a  circulating  medium  upon  the  basis  of 
State  stocks.  Since  I  last  wrote  to  you, 
my  worst  apprehensions  have  been  real¬ 
ized.  Our  banks,  forced  to  resume  spe¬ 
cie  payments  prematurely,  under  cir¬ 
cumstances  not  qualified  to  restore  con¬ 
fidence,  after  paying  out  more  than 
twice  as  much  specie,  or  of  funds 
equally  available,  as  are  held  by  all  the 
New  York  banks,  have  been  obliged 
again  to  suspend  specie  payments.  The 
want  of  confidence,  which  led  to  this  re¬ 
sult,  has  been  ascribed  to  the  deprecia¬ 
tion  of  certain  “ fancy  stocks  ,”  of  which 
the  Bank  of  the  United  States  had  be¬ 
come  the  owner,  and  likewise  to  the 
measures  of  certain  stock  gamblers: 
but  has  it  not  also  arisen  in  part  from 
the  depreciation  of  the  State  stock 
received  in  return  for  loans  to  this 
Commonwealth?  The  attempt  to  ad¬ 
journ  the  Legislature  last  year  without 
providing  for  the  interest  on  the  public 
debt,  the  inadequacy  of  the  provision 
afterwards  made,  the  dependency  of  the 
Legislature  on  the  banks  for  means  to 
pay  the  instalments  due  on  the  1st  inst., 
while  the  existence  of  the  banks  was  ren¬ 
dered  doubtful  by  existing  laws,  all  con¬ 
tributed  to  depreciate  our  State  stock. 

Admitting  that  the  capital  of  our 
principal  bank  had  been  diminished  by 
unfortunate  investments,  still  it  cannot 
be  denied  that  since  the  suspension  of 


Oct.  1 839,  every  exertion  had  been  made 
to  prepare  for  resumption  pursuant  to 
law.  With  this  view  specie  funds  had 
been  sought  both  on  this  and  upon  the 
other  side  of  the  Atlantic.  But  one  of 
the  consequences  of  such  efforts  to  ob¬ 
tain  money  publicly  made,  has  been  to 
destroy  the  confidence  of  moneyed  men 
in  the  ability  of  that  bank  to  sustain  the 
required  payments.  Under  this  view 
of  the  subject,  I  am  aware  that  it  has 
been  said  that  the  institution  should  be 
obliged  to  liquidate.  It  has  been  de¬ 
manded,  why  should  not  a  bank  be  made 
to  pay  its  debts  as  well  as  an  individual? 
In  the  first  place  I  would  observe,  that 
no  reasonable  creditor  does  enforce  pay¬ 
ment  under  circumstances  analogous  to 
those  in  which  the  bank  in  question 
stood  in  reference  to  the  people  of  Penn¬ 
sylvania.  While  A.  holds  the  bond  of 
B.  payable  at  the  end  of  five  years,  B. 
would  not  be  considered  reasonable  in 
getting  judgment  and  levying  upon  the 
goods  of  A.  for  the  proceeds  of  a  pro¬ 
missory  note  payable  at  three  months 
after  date.  And  were  B.,  by  rigorous 
proceedings,  to  force  A.  to  offer  the 
bond  at  twenty  per  cent,  below  par,  the 
consequence  to  the  credit  of  B.  might 
be  prejudicial. 

So  long  as  the  banks  were  unable  to 
sell  the  certificates  of  State  stock  for 
their  par  value  in  hard  money,  it  was 
manifestly  unreasonable  in  their  debtor, 
the  State,  to  ask  them  to  pay  such  value 
for  their  notes;  and  at  the  same  time  to 
lend  her  more  money.  Again,  until  the 
debtors  of  our  banks  and  merchants  in 
other  States  should  be  prepared  to  pay 
in  specie,  it  was  disadvantageous  to 
enforce  the  payment  of  specie  by  our 
banks.  It  could  only  eventuate  in  strip¬ 
ping  them  of  their  gold  and  silver,  and 
causing  a  second  suspension  more  inju¬ 
rious  than  that  which  previously  existed. 

Besides,  there  is  an  all-important  con¬ 
sideration  in  the  way  of  forcing  specie 
payments,  by  banks,  which  does  not  ex¬ 
ist  in  the  case  of  debt  between  indivi¬ 
duals.  I  allude  to  the  injurious  effect 
upon  the  currency  of  a  failure  of  the 
banks.  Notwithstanding  their  not  bring¬ 
ing  their  full  nominal  value  in  hard  mo¬ 
ney,  our  bank  notes  and  credits  per¬ 
formed  more  than  nine  parts  in  ten  of 
the  service  of  a  specie  currency.  Be¬ 
fore  putting  such  a  currency  down,  our 
politicians  should  have  considered  how 
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they  were  to  get  up  another.  They 
should  have  considered  through  what 
medium  the  pecuniary  transactions  of 
the  community  were  to  be  performed; 
how  the  interest  on  the  state  debt,  and 
the  expenses  of  government,  and  the  re¬ 
pairs  of  our  public  works,  were  to  be 
met!  Those  who  would  have  us  resort 
to  a  specie  currency,  should  point  out 
how  such  a  currency  is  to  be  obtained. 
What  kind  of  property  have  we  at  com¬ 
mand,  which  will,  by  exportation  to 
other  parts  of  the  world,  procure  for  us 
in  exchange  a  sufficiency  of  gold  and 
silver,  with  which  to  replace  the  cur¬ 
rency  furnished  to  us  by  bank  notes  and 
bank  credits? 

It  is  deeply  to  be  regretted  that  the 
management  of  our  financial  concerns 
should  have  been  rendered  a  party  ques¬ 
tion;  and  (hat  efforts  should  have  been 
made  to  enlist  the  democracy  of  the 
state  in  a  war  against  the  banking  sys¬ 
tem.  It  is  notorious,  that  the  party 
called  democratic  has  had  the  ascend¬ 
ancy  in  this  commonwealth  for  nearly 
forty  years,  and  that,  during  that  time, 
all  of  our  state  banks  were  chartered. 
The  oldest  among  these  is  the  Bank  of 
Pennsylvania.  This  institution  owes  its 
charter  to  exertions  of  the  democratic 
party,  with  John  Swanwick  as  their  re¬ 
presentative  in  the  Legislature,  then  sit¬ 
ting  in  this  city.  Mr.  Swanwick  was 
afterwards  elected  a  member  of  Con¬ 
gress  by  the  democrats.  I  well  remem¬ 
ber  that  the  establishment  of  this  bank 
was  opposed  by  the  federalists,  whose 
views  respecting  the  banking  system 
were,  at  that  period,  as  much  too  nar¬ 
row,  as  those  of  their  opponents  became 
afterwards  too  extravagant.  These  facts 
being  undeniable,  it  is  unaccountable 
that  hostility  to  the  banking  system 
should  now  be  made  an  essential  cha¬ 
racteristic  of  genuine  democracy! 

But  whether  it  was  wise  or  unwise 
for  the  democratic  party  to  employ 
banks  as  the  agents  for  issuing  a  cur¬ 
rency,  when  a  currency  had  been  so  fur¬ 
nished,  and  when  the  banks  had  been 
enabled  to  advance  the  state  more  than 
nine  millions  of  dollars,  is  it  not  aston¬ 
ishing  that  it  should  not  have  been  ap¬ 
parent  that  the  stockholders  or  officers 
of  the  banks  were  not  the  only  persons 
interested  in  their  preservation. 

One  of  the  most  important  topics  for 


present  attention,  are  the  measures  requi¬ 
site  to  provide  a  wholesome  circulation 
for  sums  under  the  present  bank  note 
minimum  of  five  dollars,  and  for  sup¬ 
plying  means  for  the  financial  exigen¬ 
cies  of  the  state.  Evidently  there  are 
no  alternatives  besides  those  of  allow¬ 
ing  the  emission  of  small  bills  by  our 
own  banks,  or  resorting  again  to  the  il¬ 
legal  use  of  such  as  are  issued  in  adjoin¬ 
ing  states.  I  am  in  hopes  that  the  ne¬ 
cessity  of  small  bills  is  so  great,  and  the 
arguments  in  favour  of  their  issue  so 
unanswerable,  that  the  Legislature  will 
no  longer  hesitate  to  sanction  them.  In 
what  other  way  can  the  loans  necessary 
to  the  repair  of  the  public  works,  and 
expenses  of  government,  be  provided, 
until  the  proceeds  of  the  new  taxes  shall 
be  available. 

In  my  first  letter,  it  was,  I  hope,  suf¬ 
ficiently  shown,  that  the  resumption  of 
specie  payments,  by  the  banks,  was  ren¬ 
dered  much  more  difficult  to  sustain  by 
the  peculiar  and  unnecessary  burthen  to 
which  they  were  subjected,  of  supplying 
with  specie  all  that  portion  of  the  cur¬ 
rency  which  is  in  sums  under  five  dol¬ 
lars,  and  which  had  previously  been 
supplied  by  the  banks  of  adjoining 
states.  We  were  not  satisfied  to  be  as 
well  off  as  our  neighbours.  While  they 
were  content  with  paper  for  such  sums, 
we  required  gold  and  silver.  It  would 
no  doubt  be  agreeable  to  have  our  pots 
and  kettles  made  of  the  precious  metals, 
since,  by  them,  no  unpleasant  savour 
would  be  imparted  to  our  food,  as  is 
liable  to  happen  when  base  metals 
are  employed.  It  would,  however,  be 
thought  extremely  absurd  for  a  person 
whose  bonds  should  be  selling  twenty 
per  cent,  below  par,  to  set  the  exam¬ 
ple  of  furnishing  his  kitchen  with  such 
expensive  utensils. 

Before  concluding,  I  beg  leave  to  ex¬ 
press  my  wonder  that  our  Legislature 
does  not  make  the  legal  rate  of  interest 
in  Pennsylvania  seven  per  cent,  so  as  to 
be  equal  to  that  of  New  York.  The 
difference  of  one  per  centum  per  an¬ 
num,  whenever  money  can  command 
seven  per  cent,  in  the  market,  tends  to 
induce  those  persons  who  have  money 
to  invest,  to  prefer  New  York  as  the 
place  of  investment. 

I  am,  sir,  with  esteem, 

One  of  your 

Constituents. 


SCHEME  FOR  A  NATIONAL  CURRENCY, 

BY  ROBERT  HARE,  M.D. 


Let  a  board  of  trustees  be  established  by  the  general  government 
to  receive,  in  an  office  for  that  purpose  constituted,  deposits  of  State 
stocks,  and  give  thereupon  to  the  banks,  depositing  such  stocks, 
four-fifths  of  the  amount,  in  certificates  of  any  sums  not  being  less 
than  five  dollars,  such  certificates  to  be  issued  by  the  Bank  receiving 
them,  endorsed  both  by  the  president  and  cashier,  with  a  promise  to 
pay  the  nominal  value  in  specie  on  demand,  or,  in  default  of  such 

payment,  to  pay  interest,  annually,  in  specie,  at - per  cent.*  on 

the  amount  of  the  certificate.  But  should  the  bank  fail  to  pay  either 
in  specie,  or  to  pay  interest  in  specie,  the  certificate,  with  interest 
and  all  costs,  to  be  paid  in  specie  by  the  trustees,  by  raising  the 
money  on  the  deposited  stock. 

The  notes  or  certificates,  thus  created,  to  be  receivable  by  the 
general  government  in  payment  for  duties,  taxes,  or  lands. 

To  establish  a  national  bank  has  been  alleged  to  be  unconstitu¬ 
tional  by  the  Van  Buren  administration,  and  this  allegation  has  been 
said  to  be  countenanced  by  General  Harrison.t  Moreover,  the  idea 
has  been  gaining  ground  that  it  has  been  at  least  as  unconstitutional 
for  the  states  to  issue  bills  indirectly,  through  corporations  of  their 
creation,  while  expressly  prohibited  by  the  constitution  of  the  United 
States  from  issuing  bills  directly.  But  agreeably  to  the  proposed 
plan  bills,  created  by  banks  incorporated  by  the  States,  would  be 
issued  under  the  authority  of  the  general  government ;  and  would 
of  course  be  unobjectionable. 

Such  bills,  being  secure  of  ultimate  payment,  would  have  a  uni¬ 
versal  currency.  The  banks  would  have  neither  any  power  nor  any 
motive  injuriously  to  expand  their  circulation ;  in  the  first  place,  be¬ 
cause  they  could  not  obtain  bills  without  pledging  stock  or  some 
other  security,  guarantied  by  a  State;  and  in  the  second,  because 
they  would  be  obliged  to  pay  specie,  or  interest  on  specie,  for  any 
excess  which  they  might  circulate. 

Agreeably  to  the  same  plan,  the  national  treasure  might  be  depo- 

*  The  rate  of  interest  is  not  inserted;  but  it  is  suggested  that  it  might  be  twenty-five  per  cent, 
higher  than  the  rate  of  interest  of  the  stock  deposited  by  the  bank  in  question.  By  some  persons, 
a  higher  penalty  might  be  deemed  expedient. 

t  However  doubtful  may  have  been  the  constitutionality  of  a  national  bank  originally,  the  views 
which  induced  Madison,  Gallatin,  and  Dallas,  to  sanction  the  late  Bank  of  the  United  States,  ap¬ 
pear  to  the  author  unanswerable.  He  objects  to  the  re-establishment  of  such  an  institution,  be¬ 
cause  late  experience  has  shown  that  it  is  liable  to  be  an  object  of  party  persecution;  and,  under 
the  adversity  thus  arising,  to  be  managed  so  as  to  derange  the  currency,  and  lessen  public  confi¬ 
dence  in  banking  institutions 
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sited  in  certain  State  banks,  which  should  have  secured  their  circu¬ 
lation  as  already  explained,  on  their  placing  an  additional  amount  of 
State  stock  in  the  hands  of  the  trustees  above  mentioned  as  security 
for  the  said  treasure,  it  being  provided,  that  the  amount  deposited 
shall  never  exceed  four-fifths  of  that  of  the  deposited  stock  at  par 
value.  It  should  also  be  conditioned  that  no  State  stock  should  be 
received  as  security,  for  the  payment  of  the  interest  on  which,  in 
specie ,  permanent  provision  should  not  have  been  made. 

The  present  system  of  banking  is  pregnant  with  embarrassment. 
Banks  are  expected  to  circulate  four  or  five  dollars  in  bills  for  one 
of  specie  in  their  vaults.*  It  is  notorious  that  the  failure  of  a  crop 
in  England,  or  of  the  price  of  our  cotton  in  the  market  of  that  coun¬ 
try,  will  raise  the  demand  for  specie,  causing  jt,  consequently,  to  be 
hoarded  and  shipped;  and  yet,  when  this  crisis  arrives,  the  banks 
are  censured  for  not  performing  impossibilities,  for  not  paying  five 
dollars  in  paper  with  one  in  coin. 

At  times  when  specie  may  be  so  much  in  demand  for  exporta¬ 
tion  as  to  reduce  the  amount  in  the  coffers  of  the  banks,  so  far 
as  to  render  it  impossible  to  meet  all  the  demands  made  upon 
them,  I  conceive  that  they  should  be  authorized  to  suspend  specie 

payments,  but  at  the  same  time  should  be  obliged  to  pay -  per 

cent,  per  annum,  in  hard  money  value ,  on  any  of  their  unpaid  notes, 
to  any  one  claiming  payment.  But  it  is  conceived,  that  when  such 
a  crisis  is  foreseen,  it  would  be  expedient  that  the  trustees  should, 
upon  the  funds  previously  pledged  to  them,  step  between  the  foreign 
creditors  and  the  circulation,  and  by  a  high  interest,  at  the  expense 
of  the  bank  trust  fund,  induce  them  to  postpone  their  claims. 

That  the  pressure  of  1837  might  in  this  way  have  been  mitigated, 
if  not  entirely  counteracted,  must  be  evident  from  the  fact,  that 
within  nine  months  from  the  time  when  exchange  was  at  an  advance 
of  twenty  per  cent,  it  fell  to  six  per  cent.;  and  that,  within  a  year 
afterwards,  a  million  of  specie  was  tendered  to  our  capitalists  by  the 
Bank  of  England. 

Should  the  above  suggested  scheme  be  put  into  operation,  the  de¬ 
mand  which  it  would  create  for  State  stock  would  cause  it  to  rise 
in  price  forthwith ;  and  when  State  legislatures  should  be  disposed 
to  promote  internal  improvements,  languishing  from  the  dearth  of 
funds,  by  imitating  the  example  of  Maryland,  the  stock  of  railway 
and  canal  companies  might  be  received  by  them  as  security,  and  a 
certain  amount  of  State  stock  issued  thereon,  for  the  purpose  of 
enabling  their  banks  to  make  requisite  deposits,  and  furnish  those 
companies  with  the  money,  to  enable  them  to  proceed.  Foreigners, 

*  Agreeably  to  the  Report  of  the  Bank  Commissioners,  dated  January  23d,  1841,  the  amount  due 
on  deposits,  and  on  their  bank  note  circulation,  from  the  banks  of  New  York,  was  a  little  over 
thirty-two  millions,  while  the  total  aggregateof  specie  in  their  vaults  was  5,420,000,  or  a  little  less 
than  five  and  a  half  millions,  being  less  than  a  fifth  of  the  first  mentioned  sum. 
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finding  that  State  securities  were  in  demand  at  home,  would  be  more 
desirous  to  hold  them. 

As,  without  being  secured  as  I  have  proposed,  the  circulation  of 
banks  could  not  be  accredited  by  the  national  government,  and  as 
the  ability  to  procure  the  requisite  stock  would  be  a  criterion  of  the 
wealth  and  stability  of  a  bank,  the  Executive  would  have  an  excel¬ 
lent  test  to  apply  to  them.  This  test  would,  on  the  one  hand,  put  it 
out  of  the  power  of  the  administration  to  accredit  unsafe  banks  from 
political  motives,  and,  upon  the  other,  would  protect  them  from  un¬ 
just  suspicion  of  such  favouritism. 

The  present  low  price  of  State  stocks  must,  at  first  sight,  place  a 
great  obstacle  in  the  way  of  the  scheme  above  stated;  but  it  should 
be  recollected,  that  in  proportion  as  current  money  is  scarce,  the 
price  of  stock  must  always  be  reduced.  Although  depreciated  in 
comparison  with  specie,  still,  in  comparison  with  other  property, 
which  does  not  come  from  abroad ,  currency  is  every  where  high,  and 
difficult  to  be  procured;  and  hence,  in  order  to  raise  money,  stocks 
are  sold  at  a  low  rate.  Moreover,  until  permanent  provision  is 
made  for  the  interest  on  our  State  stock,  I  am  ready  to  admit  that 
it  will  not  perform  the  part  which  I  have  assigned  for  it.  Without 
the  honesty  to  pay  the  interest  on  our  debts,  it  were  in  vain  to  at¬ 
tempt  to  establish  a  currency  depending  on  credit. 

Possibly  it  may  be  asked,  in  what  essential  features  does  the  plan 
wffiich  I  have  above  suggested  differ  from  that  sanctioned  by  the 
New  York  law  authorizing  free  banking? 

I  answer,  that  it  differs — 1st.  As  it  provides  a  national  currency 
accredited  by  the  general  government  of  the  United  States. 

2d.  As  it  admits  of  no  other  securities  being  deposited  than  State 
stock,  or  stocks  guarantied  by  a  State. 

3d.  As  in  lieu  of  adding  to  the  existing  multiplicity  of  currency 
issued,  it  tends  to  reduce  a  great  number  virtually  to  one. 

However  the  innovation  might  be  in  itself  desirable,  it  was  neither 
expedient  nor  judicious,  either  as  respected  its  own  success  or  that 
of  the  previously  existing  safety  fund  system,  to  put  the  two  systems 
into  operation  together  during  a  period  of  pecuniary  distress.  It 
would  hardly  be  expected  that  either  could  fail  without  injury  to  the 
other,  and  evidently  the  complication  of  the  system  would  be  likely 
to  enhance  any  embarrassment. 

To  conclude,  firmly  believing  that  the  people  of  the  United  States 
will  pay  all  which  they  owe,  interest  as  well  as  principal,  I  am  de¬ 
cidedly  of  opinion  that  national  credit  is  the  best  basis  for  a  cur¬ 
rency,  while  specie  is  the  best  measure  of  its  value. 

I  conceive  that  any  currency  which  the  nation  sanctions,  should 
have  a  lien  upon  all  the  property  of  the  nation.  No  individual 
should  ever  be  allowed  to  lose  a  cent  by  the  currency,  for  since 
upon  the  stability  of  confidence  in  the  circulating  medium,  selected 
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by  the  government,  the  value  of  all  other  property  is  dependent,  the 
wages  of  labour,  profits  of  stock,  rent  and  produce  of  land,  being  all 
equally  affected  by  it,  it  is  reasonable,  and  in  the  highest  degree  ad¬ 
vantageous,  to  make  the  one  answerable  for  the  other. 

“  Do  not  the  rich  owe  to  the  poor,  to  guaranty  the  value  of  the 
money  in  which  the  wages  of  the  latter  are  paid  ? 

“  As  respects  the  proprietors  of  fixed  capital,  since  the  value  of 
their  property  fluctuates  with  the  currency,  should  it  not,  with  them, 
be  a  primary  object  to  secure  the  currency  from  deterioration? 
Does  it  not  present  a  case  for  mutual  assurance  more  urgent  than 
that  of  indemnity  from  fire?  A  reciprocal  obligation  to  divide  losses 
from  fire,  does  not  diminish  the  liability  of  the  property  to  ignition, 
but,  in  the  case  of  the  currency,  reciprocal  assurance  against  fluc¬ 
tuation  would  prevent  fluctuation.”* 

*  Quoted  from  a  former  Essay  on  the  Reformation  of  the  Banking  System 


